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November 5, 1966, and the account is to be 
utilized to discharge the Operator’s and/or 
Ticket Issuer’s legal liability to indemnify 
passengers for nonperformance of transpor-
tation via the [name of vessel(s)]. The Es-
crow Agent is to make such payments on in-
structions from the Operator and/or Ticket 
Issuer, or, in the absence of such instruc-
tions, 21 says after final judgment against 
the Operator and/or Ticket Issuer in a U.S. 
Federal or State court having jurisdiction. 
The Operator and/or Ticket Issuer will 
pledge to each passenger holding a ticket for 
future passage on the Operator’s/Ticket 
Issuer’s vessel(s) an interest in the Escrow 
Account equal to the Fares amount shown on 
the face of such ticket. The Escrow Agent 
agrees to act as nominee for each passenger 
until transportation is performed or until 
passenger has been compensated. 

13. Escrow Agent shall waive right to off-
set. 

14. The Operator and/or Ticket Issuer will 
indemnify and hold Escrow Agent harmless. 

15. Statement of the parties’ agreement 
concerning warranty of bona fides by the Op-
erator and/or Ticket Issuer and Escrow 
Agent. 

16. Statement of the parties’ agreement 
concerning fees to be paid by the Operator 
and/or Ticket Issuer to Escrow Agent, reim-
bursable expenses to be paid by the Operator 
and/or Ticket Issuer to Escrow Agent. A 
statement that fees for subsequent terms of 
agreement are to be negotiated. 

17. Statement of the parties’ agreement 
concerning the term of agreement and re-
newal/termination procedures. 

18. Statement of the parties’ agreement 
concerning procedures for appointment of 
successor Escrow Agent. 

19. Statement that disposition of funds on 
termination shall be to the Operator and/or 
Ticket Issuer, if evidence of the Commis-
sion’s acceptance of alternative evidence of 
financial responsibility is furnished; other-
wise, all passage fares held for uncompleted 
voyages are to be returned to the passengers. 
The Operator and/or Ticket Issuer shall pay 
all fees previously earned to the Escrow 
Agent. 

20. The agreement may be enforced by the 
passengers, the Escrow Agent, the Operator 
and/or Ticket Issuer or by the Federal Mari-
time Commission. 

21. All assets maintained under the escrow 
agreement shall be physically located in the 
United Sates and may not be transferred, 
sold, assigned, encumbered, etc., except as 
provided in the agreement. 

22. The Commission has the right to exam-
ine the books and records of the Operator 
and/or Ticket Issuer and the Escrow Agent, 
as related to the escrow account, and the 
agreement may not be modified unless 
agreed in writing by the Operator and/or 

Ticket Issuer and Escrow Agent and ap-
proved in writing by the Commission.

[57 FR 41891, Sept. 14, 1992]

Subpart B—Proof of Financial Re-
sponsibility, Bonding and Cer-
tification of Financial Respon-
sibility to Meet Liability In-
curred for Death or Injury to 
Passengers or Other Persons 
on Voyages

§ 540.20 Scope. 

The regulations contained in this 
subpart set forth the procedures where-
by owners or charterers of vessels hav-
ing berth or stateroom accommoda-
tions for 50 or more passengers and em-
barking passengers at U.S. ports shall 
establish their financial responsibility 
to meet any liability which may be in-
curred for death or injury to pas-
sengers or other persons on voyages to 
or from U.S. ports. Included also are 
the qualifications required by the Com-
mission for issuance of a Certificate 
(Casualty) and the basis for the denial, 
revocation, suspension, or modification 
of such Certificates.

§ 540.21 Definitions. 

As used in this subpart, the following 
terms shall have the following mean-
ings: 

(a) Person includes individuals, cor-
porations, partnerships, associations, 
and other legal entities existing under 
or authorized by the laws of the United 
States or any state thereof or the Dis-
trict of Columbia, the Commonwealth 
of Puerto Rico, the Virgin Islands or 
any territory or possession of the 
United States, or the laws of any for-
eign country. 

(b) Vessel means any commercial ves-
sel having berth or stateroom accom-
modations for 50 or more passengers 
and embarking passengers at U.S. 
ports. 

(c) Commission means the Federal 
Maritime Commission. 

(d) United States includes the Com-
monwealth of Puerto Rico, the Virgin 
Islands or any territory or possession 
of the United States. 

(e) Berth or stateroom accommodations 
or passenger accommodations includes 
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all temporary and all permanent pas-
senger sleeping facilities. 

(f) Certificate (Casualty) means a Cer-
tificate of Financial Responsibility to 
Meet Liability Incurred for Death or 
Injury to Passengers or Other Persons 
on Voyages issued pursuant to this sub-
part. 

(g) Voyage means voyage of a vessel 
to or from U.S. ports. 

(h) Insurer means any insurance com-
pany, underwriter, corporation or asso-
ciation of underwriters, ship owners’ 
protection and indemnity association, 
or other insurer acceptable to the Com-
mission. 

(i) Evidence of insurance means a pol-
icy, certificate of insurance, cover 
note, or other evidence of coverage ac-
ceptable to the Commission. 

(j) For the purpose of determining 
compliance with § 540.22, passengers em-
barking at United States ports means any 
persons, not necessary to the business, 
operation, or navigation of a vessel, 
whether holding a ticket or not, who 
board a vessel at a port or place in the 
United States and are carried by the 
vessel on a voyage from that port or 
place.

§ 540.22 Proof of financial responsi-
bility, when required. 

No vessel shall embark passengers at 
U.S. ports unless a Certificate (Cas-
ualty) has been issued to or covers the 
owner or charterer of such vessel.

§ 540.23 Procedure for establishing fi-
nancial responsibility. 

(a) In order to comply with section 2 
of Pub. L. 89–777 (80 Stat. 1357, 1358) en-
acted November 6, 1966, there must be 
filed an Application on Form FMC–131 
for a Certificate of Financial Responsi-
bility to Meet Liability Incurred for 
Death or Injury to Passengers or Other 
Persons on Voyages. Copies of Form 
FMC–131 may be obtained from the 
Secretary, Federal Maritime Commis-
sion, Washington, DC 20573. 

(b) An application for a Certificate 
(Casualty) shall be filed in duplicate 
with the Secretary, Federal Maritime 
Commission, by the vessel owner or 
charterer at least 60 days in advance of 
the sailing. Late filing of the applica-
tion will be permitted only for good 
cause shown. All applications and evi-

dence required to be filed with the 
Commission shall be in English, and 
any monetary terms shall be expressed 
in terms of U.S. currency. The Com-
mission shall have the privilege of 
verifying any statements made or any 
evidence submitted under the rules of 
this subpart. An application for a Cer-
tificate (Casualty), excluding an appli-
cation for the addition or substitution 
of a vessel to the applicant’s fleet, 
shall be accompanied by a filing fee re-
mittance of $1,111. An application for a 
Certificate (Casualty) for the addition 
or substitution of a vessel to the appli-
cant’s fleet shall be accompanied by a 
filing fee remittance of $557. 

(c) The application shall be signed by 
a duly authorized officer or 
represenative of the applicant with a 
copy of evidence of his authority. In 
the event of any material change in the 
facts as reflected in the application, an 
amendment to the application shall be 
filed no later than five (5) days fol-
lowing such change. For the purpose of 
this subpart, a material change shall 
be one which: (1) Results in a decrease 
in the amount submitted to establish 
financial responsibility to a level below 
that required to be maintained under 
the rules of this subpart, or (2) requires 
that the amount to be maintained be 
increased above the amount submitted 
to establish financial responsibility. 
Notice of the application for, issuance, 
denial, revocation, suspension, or 
modification of any such Certificate 
shall be published in the FEDERAL REG-
ISTER.

[49 FR 36313, Sept. 14, 1984, as amended at 59 
FR 59172, Nov. 16, 1994; 63 FR 50537, Sept. 22, 
1998; 67 FR 39861, June 11, 2002]

§ 540.24 Insurance, surety bonds, self-
insurance, guaranties, and escrow 
accounts. 

Evidence of adequate financial re-
sponsibility for the purposes of this 
subpart may be established by one of 
the following methods: 

(a) Filing with the Commission evi-
dence of insurance issued by an insurer 
providing coverage for liability which 
may be incurred for death or injury to 
passengers or other persons on voyages 
in an amount based upon the number of 
passenger accommodations aboard the 
vessel, calculated as follows:
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